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2. Determinants of income diversification in 
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Table 1: Mean number of income sources per household' (according to households' assets – urban 
areas)
Quintiles of households' assets
Income sources
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Table 2: Mean number of income sources per household' (according to households' assets – rural 
areas)
Quintiles of households' assets
Income sources






Figure 1. Number of income sources by asset index (urban area)
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Table 3: Median of total and labour incomes diversification index (according to households’ assets 
– urban areas)
Quintiles of households' assets
Total income Labour income
1 year 8 years 1 year 8 years
Q1 0.31 0.56 0.30 0.40
Q2 0.19 0.33 0.13 0.27
Q3 0.16 0.45 0.10 0.27
Q4 0.20 0.44 0.11 0.09
Q5 0.26 0.47 0.17 0.31
Figure 3. Total income diversification by asset index (urban area)
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Table 4: Median of total and labour incomes diversification index (according to households’ assets 
– rural areas)
Quintiles of households' assets
Total income Labour income
1 year 8 years 1 year 8 years
Q1 0.25 0.49 0.24 0.15
Q2 0.34 0.46 0.32 0.26
Q3 0.35 0.49 0.35 0.26
Q4 0.34 0.23 0.38 0.52
Q5 0.36 0.56 0.35 0.31
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Table 5: Total income composition according to households’ assets – urban areas
1 year 8 years
Q1 Q2 Q3 Q4 Q5 Total Q1 Q2 Q3 Q4 Q5 Total
Wage agricultural income 19.4 4.8 3.2 1.4 0.8 3.5 16.1 5.4 5.1 1.1 1.3 4.5
Wage non-agricultural income 33.6 44.9 59.8 48.6 51.2 50.1 22.0 38.9 34.8 42.2 37.9 36.4
Non-wage agricultural income 26.8 15.2 5.2 5.1 6.4 8.6 36.9 20.2 14.0 5.6 9.1 14.6
Non-wage non-agricultural 
income 17.9 32.3 30.1 42.3 38.0 34.9 21.7 33.7 40.7 44.8 44.4 39.1
Private transfers 1.7 2.3 1.6 1.7 2.2 1.9 2.4 1.5 2.9 4.9 5.2 3.8
Others 0.6 0.6 0.1 0.9 1.4 0.9 0.9 0.3 2.5 1.4 2.1 1.5
source: Yls, 2002
Table 6: Total income composition according to households’ assets – rural areas
1 year 8 years
Q1 Q2 Q3 Q4 Q5 Total Q1 Q2 Q3 Q4 Q5 Total
Wage agricultural income 20.4 18.0 17.4 17.7 9.2 15.3 17.1 20.4 7.4 10.3 3.6 9.7
Wage non-agricultural income 5.0 8.4 16.6 14.5 22.2 15.1 14.1 13.3 20.5 26.9 38.1 26.7
Non-wage agricultural income 63.9 60.0 55.1 51.5 39.5 51.4 58.6 50.9 58.8 47.1 24.1 41.6
Non-wage non-agricultural 
income 9.3 12.0 8.7 13.3 26.2 15.8 8.3 13.7 9.5 15.2 31.7 19.8
Private transfers 0.6 1.3 0.8 1.4 2.1 1.4 1.0 1.4 1.2 0.6 2.2 1.5
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Table 7: Households’ labour income diversification strategies – rural areas
 1 year                           8 years
Strategies Freq % Freq %
Non-waged agricultural 240 37.3 189 31.4
Waged agricultural (including mixed with non-waged 
agricultural) 153 23.8 129 21.4
Non-waged agricultural and non-waged non-agricultural 110 17.1 72 12.0
Non-waged agricultural and waged non-agricultural 50 7.8 51 8.5
Non-agricultural 46 7.1 127 21.1
Waged and non-waged agricultural and non-agricultural and 










Does Having a newborn CHilD affeCt inCome DiversifiCation opportunities? 
eviDenCe from tHe peruvian Young lives stuDY
15
pushed to diversify away from their own land, presumably because their asset base is too low, are the 
ones that show lower income per capita and lower height-for-age z-score.
 Table 8: Median of households’ characteristics according to labour income diversification 
strategies – rural areas 














































































Non-waged agricultural -0.91 0.61 168 -1.8 -1.03 0.86 168 -2.3
Waged agricultural (including mixed with non-waged 
agricultural) -0.88 0.28 252 -2.0 -0.82 0.42 186 -2.0
Non-waged agricultural and non-waged non-agricultural -0.92 0.10 218 -1.6 -0.63 0.94 280 -1.5
Non-waged agricultural and waged non-agricultural -0.78 0.51 279 -1.7 -0.60 1.87 276 -2.0
Non-agricultural -0.19 -0.32 586 -1.1 0.27 -0.44 479 -1.6
Waged and non-waged agricultural and non-agricultural and 
others -0.79 0.18 370 -1.8 -1.07 -0.39 296 -1.5
In urban areas we also have distinct income-generating strategies. As Table 9 shows, non-agricultural 
waged employment is the most frequent strategy, accounting for a quarter of the one-year-old sample. 
However, also quite common are those who just engage in independent (non-waged) employment 
activities or engage in a mix of these two strategies, each of them covering about 20 per cent of each 
sample. The major difference between the two samples is a lower proportion in the eight-year-old 
sample engaged solely in non-agricultural waged activities and a higher proportion in those strategies 
that include agricultural activities (either solely or mixed with other activities). A hypothesis that might 
be interesting to pursue is whether this change may be due to the increased mobility of the mother 
once the child she has been looking after gets older. We will pursue this further in the next section.
Table 9: Households’ labour income diversification strategies – urban areas
1 year                             8 years
Strategies Freq % Freq %
Waged non-agricultural 342 24.7 181 15.4
Waged and non-waged non-agricultural 275 19.9 257 21.9
Non-waged non-agricultural 270 19.5 257 21.9
Agricultural 236 17.1 232 19.8
Waged or non-waged non-agricultural and agricultural 203 14.7 230 19.7
Waged and non-waged non-agricultural and agricultural 57 4.1 28 2.4
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Table 10 shows the differences in asset endowments and outcomes that are related to these different 
urban strategies. Here we see that those urban dwellers who engage solely in farming show the lowest 
assets index and the lowest outcome indicators. At the other end of the asset spectrum, those who 
have been able to diversify into waged and non-waged non-agricultural income sources have the 
largest assets index and at the same time show higher income per capita and higher height-for-age z-
score. Thus it seems that there is indeed a positive correlation between asset ownership, diversification 
strategies and household and child wellbeing. These are of course basic correlations – their robustness 
needs to be checked after controlling for differences in key variables such as household composition 
and external restrictions.
Table 10: Median of households' characteristics according to labour income diversification 
strategies – urban areas














































































Waged non-agricultural 0.62 -0.60 625 -0.8 0.38 -0.55 534 -1.11
Waged and non-waged non-agricultural 0.81 -0.55 661 -0.8 0.62 -0.52 684 -1.04
Non-waged non-agricultural 0.53 -0.60 531 -0.9 0.58 -0.52 535 -1.15
Agricultural -0.61 -0.44 210 -1.5 -0.55 -0.30 220 -1.92
Waged or non-waged non-agricultural and agricultural -0.16 -0.21 299 -1.2 -0.28 0.00 352 -1.41
Waged and non-waged non-agricultural and agricultural 0.54 -0.37 584 -1.0 0.41 -0.09 464 -1.86
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5. income diversification and welfare 






















Table 11: Determinants of diversification in urban areas (regression coefficients and standard 
errors) 



































12	 The	number	of	 income	 sources	 is	 a	 count	variable	 and	 it	has	 therefore	been	estimated	 through	a	Poisson	 regression.	The	
determinants	of	the	H	index	have	been	estimated	using	both	a	standard	regression	and	a	tobit-censored	regression	to	account	
for	the	fact	that	a	number	of	households	show	zero	diversification.	
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observation 1,842 1,538 1,538
Left censored observations 387
R-squared 0.115
Wald chi2(6) 170.2 269.7
Prob > chi2 0.00 0.00
Log pseudo-likelihood -3,748.7 -724.1
robust standard errors in parentheses (clusters at the town level) 










Table 12: Determinants of diversification in rural areas (regression coefficients and standard 
errors) 
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observations 814 692 692
Left censored observations 134
R-squared 0.027
Wald chi2(6) 28.07 0.027 12.31
Prob > chi2 0.000 0.055
Log pseudo-likelihood -1,713.9 -272.2
robust standard errors in parentheses (clusters at the town level) 
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Agricultural Waged or non 













-0.019* 0.037*** -0.023* 0.007 -0.007 0.005
Assets index 0.090*** 0.068*** 0.059*** -0.117*** -0.113*** 0.012
Farming assets 
index
-0.139*** 0.032* -0.046* 0.073*** 0.129*** 0.015**
Log town size 0.011 0.049*** 0.052*** -0.050*** -0.050*** -0.014***
Has one-year-
old child
0.098*** -0.037+ -0.009 -0.015 -0.053+ 0.015
* significant at 10%; ** significant at 5%; *** significant at 1%  
1/ base = non-waged non-agricultural 
+  for the fourth and fifth strategies, the ‘one-year-old child’ dummy is almost significant at the 10 per cent level 






































0.014 -0.028** -0.006 0.012 -0.008 0.017**
Assets index -0.255*** -0.010 0.041 0.024 0.142*** 0.058*
Farming assets 
index








-0.006 0.125 -0.080* -0.024 0.019 -0.034
Has one-year-
old child
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Table 15: Determinants of mother’s work – urban and rural areas (regression coefficients) 
Urban Rural
Household members aged 0-5  0.018 -0.016
Household members aged 6-14 0.035** 0.018
Household members aged 15-64 -0.052*** -0.057***
Household members aged 65 and over 0.054 -0.006
Mother's years of education 0.004 -0.010**
Farming assets index 0.089*** 0.072***
Town/community size (logs) -0.002 0.039**
Community has paved or engineered road -0.130**
Has one-year old child -0.242*** -0.018
* significant at 10%; ** significant at 5%; *** significant at 1%
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16	 Programa	No	Escolarizado	de	Educacion	Inicial	 (PRONOEI)	 is	a	 free-to-use	early	education	programme	provided	by	 the	
Peruvian	government.	
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to the household 




















































Probability selectivity term is equal to zero
0.902
0.000
robust standard errors in parentheses
* significant at 10%; ** significant at 5%; *** significant at 1%
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to the household 




















































Probability selectivity term is equal to zero
-0.014
0.977
robust standard in parentheses
* significant at 10%; ** significant at 5%; *** significant at 1%
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table a1: Components of the asset index  
Assets Index Univariate statistics
Components Score 
coefficients









With           Without
Farming assets index 
With           Without
Highest education level achieved 
by an adult householder member
9.99 3.67 0.142 0.006 0.04* - 0.0016* -
Has electricity 0.65 0.48 0.139 0.000 0.10 -0.19 0.00 0.00
Has piped water 0.77 0.42 0.103 0.033 0.06 -0.19 0.02 -0.06
Has toilet or septic tank 0.44 0.50 0.142 -0.014 0.16 -0.13 -0.02 0.01
Uses gas or electricity for cooking 0.34 0.47 0.132 -0.026 0.18 -0.09 -0.04 0.02
Has working telephone 0.08 0.27 0.115 0.034 0.39 -0.03 0.11 -0.01
Has working radio 0.74 0.44 0.099 0.098 0.06 -0.17 0.06 -0.17
Has working fridge 0.17 0.37 0.129 0.022 0.29 -0.06 0.05 -0.01
Has working bicycle 0.26 0.44 0.078 0.035 0.13 -0.05 0.06 -0.02
Has working TV 0.58 0.49 0.145 0.023 0.12 -0.17 0.02 -0.03
Has working motor vehicle 0.04 0.20 0.079 0.038 0.38 -0.02 0.18 -0.01
Has working sewing machine 0.14 0.34 0.086 0.082 0.22 -0.03 0.21 -0.03
Number of members per room 2.91 1.73 -0.080 -0.047 - - - -
Has cement/tile/laminated 
material floor
0.37 0.48 0.146 -0.008 0.19 -0.11 -0.01 0.01
Has brick/concrete/ cement walls 0.32 0.47 0.135 -0.013 0.20 -0.09 -0.02 0.01
Farming assets
Has plough 0.24 0.43 0.004 0.203 0.01 0.00 0.36 -0.11
Has wheelbarrow 0.18 0.38 0.064 0.219 0.14 -0.03 0.47 -0.10
Has tacks 0.19 0.40 0.019 0.216 0.04 -0.01 0.44 -0.11
Has crop-spraying machine 0.13 0.34 0.059 0.209 0.15 -0.02 0.54 -0.08
Has irrigation hoses 0.08 0.27 0.078 0.199 0.26 -0.02 0.67 -0.06
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Has farming fence, animal huts, 
warehouse or silo
0.09 0.28 0.058 0.187 0.19 -0.02 0.61 -0.06
Hectares of own land 1.12 3.98 0.014 0.107 - - - -
Livestock indicator 1,134.2 2,748.8 0.017 0.174 - - - -
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Farming assets index
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Q1 Q2 Q3 Q4 Q5 Total
Q1 31.8 23.3 20.3 13.2 11.7 20.1
Q2 28.7 20.2 24.2 16.3 10.9 20.1
Q3 19.4 22.5 21.1 24.8 11.7 19.9
Q4 10.9 18.6 17.2 26.4 27.3 20.1
Q5 9.3 15.5 17.2 19.4 38.3 19.9













-2 -1 0 1 2 3
Assets index
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Q1 Q2 Q3 Q4 Q5 Total
Q1 25.4 20.0 23.4 18.9 12.7 20.1
Q2 28.5 20.8 20.3 15.9 14.3 20.0
Q3 20.0 20.8 24.2 16.7 18.3 20.0
Q4 13.8 21.5 17.2 27.3 19.8 20.0
Q5 12.3 16.9 14.8 21.2 34.9 20.0
Total 100.0 100.0 100.0 100.0 100.0 100.0




Q1 Q2 Q3 Q4 Q5 Total
Q1 47.5 28.5 11.6 9.8 2.9 20.1
Q2 26.3 29.9 22.5 14.1 7.6 20.1
Q3 14.7 20.4 26.2 21.4 16.5 19.8
Q4 7.6 12.4 21.8 30.8 27.7 20.1
Q5 4.0 8.8 17.8 23.9 45.3 20.0
Total 100.0 100.0 100.0 100.0 100.0 100.0




Q1 Q2 Q3 Q4 Q5 Total
Q1 47.2 28.1 11.4 9.1 3.6 20.0
Q2 27.0 28.8 23.2 13.8 7.2 20.0
Q3 14.2 20.9 27.6 23.3 14.4 20.0
Q4 7.1 12.2 19.9 31.3 30.0 20.0
Q5 4.6 10.1 18.0 22.5 44.8 19.9
Total 100.0 100.0 100.0 100.0 100.0 100.0
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